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KEY ECONOMIC INDICATORS - TRINIDAD AND TOBAGO 2 


May 1980 Current Exchange Rate: 
(In U.S. dollars) US$1.00 = TT$2.40 


INCOME, PRODUCTION, EMPLOYMENT 1977 1978 % Change 1979 % Change 
GNP at Current Prices (Million$) 2911.5 3354.6 15.2% N.A. 
GDP at Current Prices (Million $) 3351.5. 3754.2 12.0% 4335.0(e) 15.5% 
Per Capita GDP, Current Prices 3007 3278 9% 3750 (e) 14.4% 
Growth of real GDP 9.3% 6.1% N.A. 
Indices: 1971 = 100 

Industrial Production 96.0 94.2 95.5% (e) 1.4% 

Avg Labor Productivity 85.7 84.4 N.A 

Avg Industrial Wage 7 298.0 368.3 (e) 
Excluding Oil and Sugar: 

Industrial Production 149.1 159.8 171.3 (e) 

Avg Labor Productivity 126.2 133.9 N.A. 

Avg Industrial Wage 235.1 299.2 357.5 (e) 
Labor Force (in thousands) 430.8 438.9 452 
Avg Unemployment Rate 14.0% 12.2% 11.9% 


MONEY AND PRICES 


M, - currency and demand deposits 7 367.4 526.2 43.2% 616.7 


M> - My plus time and savings deposits 2/1059.4 1370.9 29.4% 1752.0 
Interest rates (weighted avg, 

commercial banks) 9.3% 9.9% 10.4% 
Retail Price Index 1960 = 100 310.2 342.0 392.3 


BALANCE OF PAYMENTS AND TRADE (Million $) 


Gold and Foreign Exchange Reserves (net) 1372.2 

External Public Debt (net) 206.4 

Annual Debt Service 33.9 

Balance of Payments 454.8 

Balance of Trade Sisk 

Total Exports, FOB 2179.8 -6.4% 

Exports, FOB, excluding p/a 3/ 1204.8 3.7% 

Exports to USA, total 1531.0 -10.8% 

Total Imports, CIF 1808.7 8.8% 

Imports, CIF, excluding p/a 3/ 968.7 21.5% 
Imports from USA 375.3 

SOME MAJOR IMPORTS FROM U.S. (1978) f/ 


Communications equipment 3° 21.2 
Construction, mining and materials 

handling equipment 20.2 
Building supplies and equipment 19.5 
Drilling equipment 29.5 
Transport equipment 14.0 
Wheat 4.0 
Corn 3 1li.2 
Animal feedingstuff 25.7 
Iron and steel products 20.4 


Sources: Central Statistical Office; Central Bank, U.S. Department of Commerce 


Fixed rates, effective May 28, 1976. 

End of year, in million US$. 

p/a: Imports and reexports of petroleum under processing agreements for purpose 
of refining for world market. 


Prom various sources. Figures are not strictly comparable, but adequate for 
orders of magnitude. 





SUMMARY 


Implementation of the government's energy-based industrial development 
program and other major construction projects has helped to maintain a 
substantial rate of economic growth, despite a decline in petroleum 
production and refining activity beginning in 1978. Real growth in 
1978 was estimated at 7.7 percent, following growth of 11.7 percent in 
1977. Per capita income is now estimated at about $3,750. The rate of 
unemployment has fallen from a high of 15.2 percent in 1975 to 11.9 
percent in 1979, despite a decline in employment in the agricultural 
sector. 


This construction "boom" has brought with it some problems as well, such 

as shortages of some skilled workers and managerial personnel, shortages 

of building materials, and substantial increases in labor costs. In an 
effort to ensure satisfactory completion of government contracts, the GOTT 
has undertaken a number of priority projects on a "government to government" 
basis. 


Output of the manufacturing sector has also been expanding, despite 
declines in exports to other CARICOM member countries. Capital formation 
has been at a high level in recent years, in part because of the capital 
intensive nature of the petroleum industry and the importance of a high 
level of oil revenues available to the government for investment purposes. 
Consumption expenditures have been growing substantially as a result of 
increased personal incomes, although less rapidly in the past couple of 
years. 


A substantial increase in the retail price index in 1979 has been a matter 
of some concern. The GOTT has been limited in its ability to reduce 
inflation because much of it derives from inflation in the countries which 
supply its principal imports. 


Trinidad and Tobago continues to maintain a significant balance of payments 
surplus, despite substantial increases in non-oil imports (21.5 percent in 
1978). Foreign exchange reserves stood at slightly above $2 billion at 
the end of 1979. The United States is the largest single supplier, but its 
share of the market has been declining in recent years as economic develop- 
ment has led to increased diversification of economic relationships, 


Significant opportunities exist for United States suppliers of a wide 
range of goods and services. The investment climate is good for projects 
which meet the government's criteria for joint ventures and for compati- 
bility with development objectives. 





A. CURRENT ECONOMIC SITUATION AND TRENDS 


Economic Development 


The government's development strategy centers around plans for a number 
of high technology industrial projects which will benefit from Trinidad 
and Tobago's oil and gas reserves. In some cases, these plants will use. 
petroleum products directly, and in others as a relatively cheap source of 
energy. Implementation is now proceeding. Construction of the iron and 
steel mill is well advanced, and the plant should begin production by the 
middle of 1980. Engineering of the third ammonia plant has been completed 
and construction begun. Foreign partners have been selected for the 
aluminum smelter, and design and engineering work on the upgrading of the 
TRINTOC refinery has been started. Studies on the proposed LNG liquefaction 
plant are also continuing. Urea and methanol plants are also under active 
consideration. Infrastructure construction and other complementary work 
appear'to be moving ahead in tandem with the industrial plants. Total 
investment is expected to reach about $6 billion when the major plants are 
completed. The site of the major portion of this program is the Point 
Lisas Industrial Port, a 2,000—<acre site about 23 miles south of Port of 
Spain formerly devoted to raising sugar cane. 


Considerable attention is also being given to meeting social needs . 
Health centers, schools, housing, public transportation, utilities, 


government office spaces, and other public services are being 
developed, although results may not be immediately visible. 


With development projects now proceeding on virtually all fronts, a 
substantial increase in employment has taken place to the point where 
there are shortages of trained workers in some areas. Professional 
managerial and administrative personnel are also in short supply. To cope 
with these demands, the government of Trinidad and Tobago has undertaken a 
number of agreements with friendly governments under which the latter will 
assist in the implementation of specific projects for the Government of 
Trinidad and Tobago. These “government to government" arrangements will 
not resolve all the problems, but should facilitate timely completion of 
key parts of the development program. 


Gross domestic product trends are highly sensitive to developments in 
the petroleum sector, which constitutes the largest sector within the 
economy, although its percentage share of GDP has declined in recent years. 
International oil price changes since 1974 have led to high rates of 
economic growth in the past several years, in both nominal and real terms. 
National income estimates show real growth in the gross domestic product 
of 6.1 percent in 1978, down somewhat from rates of over 9 percent in 1976 
and 1977. While official estimates for 1979 are not yet available, per 
capita GDP is believed to be about $3,750. The growth of the non-oil 





sector has been even more impressive, reaching 7.7 percent in 1978 (real 
non-oil output grew by 7.8 percent in 1976 and 11.7 percent in 1977). 
Despite the government's ambitious development program, which should main- 
tain the overall expansionary trend, real growth in 1979 was undoubtedly 
affected by the decline in activity in the petroleum sector, a poor sugar 
crop, and extensive flooding which has had adverse effects on agricultural 
output. 


Petroleum production reached a peak in 1978, when crude oil output 
averaged 230,000 barrels a day. In 1979, however, production declined to. 
about 215,000 barrels a day. While some investment in secondary recovery 
techniques has increased production from onshore fields, there has been a 
decline in output from the offshore wells. The round of exploratory work 
concluded in 1978 yielded no important new petroleum discoveries, but 
substantial gas was located. With this evidence that prospects looked 
brighter for gas than for oil, the gas based projects at Point Lisas - 
especially the LNG project - have taken on added importance as a future 
source for foreign exchange earnings. An independent study commissioned 
by the GOTT to assess the extent of gas resources led to the conclusion 
that on the basis of currently projected utilization, including all the 
major projects referred to above, known reserves would be adequate for 40 
years. Bids were requested for additional offshore exploration concessions 
in mid-1979; this drilling activity is expected to firm up additional 
known reserves. 


The agricultural sector in Trinidad and Tobago has its ups and downs, 
in part because of cyclical problems typical of agriculture generally, 
and in part because of ambivalent attitudes toward the sector. On the one 
hand, overall development objectives are geared to a high technology 
industrial sector which draws resources away from the agricultural sector. 
On the other, agriculture is seen as a means of providing employment and 
reducing dependence on imports to meet basic food needs. The percentage 
of domestic product derived from agriculture has gradually declined in the 
past several years, and now accounts for just over 3 percent of total 
output. The sector accounts for about 13 percent of the persons employed 
in the economy, but absolute numbers have been declining as farm workers 
appear to be leaving for more remunerative jobs in the construction sector. 
In 1979 the agricultural output was adversely affected by heavy flooding. 
The most important component of this sector is the sugar industry, which 
has suffered from the general problems of the international sugar market. 
There is considerable interest in diversifying the industry; a committee 
appointed to analyze this problem presented its report in 1978, and programs 
to implement its recommendations are under study. Production of other 
export crops--coffee and cocoa--have also been declining, in part for lack 
of seasonal labor. Meat production declined in 1978, although poultry 
production was up. Foodstuffs will continue to make up a substantial 
percentage of imports in the foreseeable future. 





The manufacturing sector showed encouraging gains in 1978; its contri- 
butionto the domestic product rose from 7.7 in 1977 to 8.3 percent in 
1978. Production rose by over 7 percent (excluding oil and sugar opera- 
tions), and gains were registered particularly in food processing, building 
materials, motor vehicles assembly and related industries, metal building 
materials, furniture, and miscellaneous manufactures. Declines were noted 
in non-alcoholic beverages, textiles and footwear, wood products and house- 
hold appliance assembly. The textile and footwear industries have been 
affected by increased imports from other Caricom member countries at the 
same time these markets restricted similar imports from Trinidad and Tobago. 
The production index rose by 7.2 percent in 1979, if oil and sugar are 
excluded. Although declining productivity of workers has been a subject of 
considerable comment recently, this is not borne out by the available 
statistics, which show annual increases of productivity per worker of 9 
percent in 1977 and 6 percent in 1978 (excluding the oil and sugar 
industries) . 


The construction sector has been particularly dynamic in recent years, 
as both private and government activity in housing, offices, industrial 
plant, and infrastructure has been substantial. As a percentage of GDP, the 
construction sector rose from 6.3 percent in 1977 to 7.4 percent in 1978, 
and will probably go somewhat higher for the current year, as a number of 
major government projects have now reached the implementation stage. Also, 
substantial government housing projects are being implemented, with the 
program expected to reach 6,500 units per year. Shortages of building 


materials, skilled and semi-skilled labor, and,in recent months, mortgage 
financing appear to be holding the level of construction activity down . 
somewhat, but it is expected that this sector will continue to play a key 
role in the expansion of the economy in the next few years. 


Capital formation in Trinidad and Tobago has been at a high level for 
a number of years, both as a percentage of total expenditure and in terms 
of growth. Capital expenditure averaged 27.2 percent of the total in 
1970-73, and 21.7 percent in 1974-76. In 1977 it rose to 24.3 percent and 
to 29.4 percent in 1978. Rates of growth averaged 13.8 percent per year 
in 1971-1973, and 34.3 percent in 1974-78. This high rate of capital 
formation reflects first, the capital‘intensive nature of the petroleum and 
petro-chemical industries, and secondly, the role of government as a source 
of investible funds by virtue of its access to petroleum revenues, particular- 
ly after 1974. The government's capital expenditures jumped from $43 million 
in 1975 to $158 million in 1976, and have continued to rise annually since 
then. Most investment expenditures from the government are financed from 
its own resources. Some projects have been financed by the interna- 
tional financial institutions (the World Bank in education and Inter- 
American Development Bank in health), forthe financial assistance which 
these organizations can provide. Major industrial plants, which are 
intended to operate as commercial ventures even when wholly-owned by the 
government, are expected to be largely self-financing through suppliers' 





credits (including loans from the Export-Import Bank of the United States), 
tailored to be repayable from the earnings of the industries themselves. 

In addition, the GOTT has floated some loans on the Euro currency markets, 
largely for the purpose of establishing a credit standing in the interna- 
tional community at a time when it is able to command the best terms; the 
proceeds have, in general, been added to Trinidad and Tobago's growing 
foreign exchange reserves. 


Consumption has also risen substantially as growing oil revenues and 
a buoyant economy have permitted real increases in earnings and higher 
employment levels. Private consumption expenditures rose by an average of 
13.9 percent in the years 1971-73, but the average rate of increase rose 
by 17.4 percent per year from 1974-78. The rate of growth was 8.2 
percent in 1978 (at market prices), despite rising prices, as savings 
accounted for a larger share of GNP. While it appears that expenditure for 
private consumption is still rising, the rate of growth is declining. 


Prices and Credit 


The retail price index rose by 10.2 percent in 1978, and the average 
rate of increase in 1979 was 14.7 percent. The index is strongly influenced 
by basic necessities for families with relatively low incomes, and includes 
many items which are subsidized or price controlled. Nevertheless, 1979 
recorded a substantial increase in the rate of inflation; by December 1979, 
the retail price index stood almost 20 percent above the level of the 
previous December. In order to reverse the trend, in late 1979 the Central 
Bank issued regulations designed to reduce the issuance of new credit for 
consumption expenditures. A further tightening of credit was instituted 
in early 1980. While the Central Bank indicated that these measures were 
not expected to create a shortage of credit, due to the expected inflow of 
funds into the system, they are designed to shift credit toward the 
productive sectors. 


The money supply (M,) rose by 43 percent from December 1977 to December 
1978, and by 17.2 percent in December 1979 suggesting some results from the 
government's efforts to restrain domestic credit. Because some of the 
increase in prices results from external factors, principally, the high 
rates of inflation in import prices in an economy heavily dependent on 
imports of basic commodities, monetary restraint alone is unlikely to 
resolve the problem of inflation. 


Employment 


As a result of the rapid expansion of the economy in recent years, 
particularly in the construction sector, the country has recorded a signifi- 
cant reduction in the rate of unemployment. From a high of 15.2 percent in 
1975, this has fallen to 11.9 percent in 1979, and labor shortages are 
reported in some skilled and semi-skilled jobs. Employment in agriculture 
has declined from 14.8 percent of the labor force in 1975 to 11.4 percent 
in 1979. The construction sector has been the gainer, going from 13.6 per- 
cent to 19.2 percent of the labor force in the same period. Employment in 





the manufacturing sector has been relatively stable, despite increases in 
output, and it appears that this sector is becoming more capital intensive. 
Attention is being given to identifying the unemployed and designing 
training programs to more closely match the skills of the labor force to 
the current needs of the development program. 


Foreign Trade 


Approximately 90 percent of Trinidad and Tobago's exports (by value) 
consists of petroleum and petroleum products. Total exports actually 
declined slightly in both 1977 and 1978, owing to lower levels of production 
of crude oil and refinery throughput. The country still has a strong 
balance of payments surplus, despite growing imports and a reduced volume 
of petroleum exports, due to the continued rise in international oil prices. 


Total imports increased by 8.7 percent in 1978, but excluding crude 
oil which is processed and reexported, imports rose by 21.5 percent in the 
same year. The United States is the largest single supplier, providing 
about 34 percent of non-oil imports. The U.S. share of market in Trinidad 
and Tobago has been declining in recent years, as the size of the development 
program has attracted non-traditional suppliers, and the government has 
actively sought to diversify its economic relationships. 


Foreign exchange reserves at the end of 1979 stood at slightly above 
$2 billion, an increase of about 23 percent over the end of 1978, which in 
turn was 23 percent above the level at the end of 1977. 


Port congestion continues to restrict the growth of imports to some 
extent, and air cargo facilities are also becoming strained to the extent 
that the airlines have from time to time been forced to refuse new cargo. 
A surcharge on ocean freight rates as a result of long turn-around times 
and a diversion of freight to the more expensive air cargo services, have 
tended to increase the cost of imports. A temporary port has been set up 
at Point Lisas, pending construction of the industrial port, to facilitate 
the unloading of materials and equipment for construction of the major 
projects there, which can accommodate shallow-draft--e.g., RORO--vessels. 


. In addition to prescribed tariffs, trade restrictions exist in the 
form of a “negative list" of items for which special import license must 
be obtained. As a rule, import licenses are not approved if domestic 
production. or production within the Caribbean Community (CARICOM) is 
deemed adequate to meet demand. Items on the negative list should not be 
shipped until the necessary import license has been obtained. 


Trade within the CARICOM region has been affected by the economic 
difficulties experienced by some members of the Community. Domestic exports 
from Trinidad and Tobago to other members declined slightly in 1978, and 
rose by less than one percent in 1979. Imports from other CARICOM members 
rose by 23 percent in 1978 and by 38 percent in 1979. 





Other major trading partners include the United Kingdom (20.8 percent 
of non-oil imports in 1978), Canada (6.3 percent), the European Community 
(11.8 percent), and Japan (included statistically in "other," which 
totalied about 15 percent). 


Trinidad and Tobago is eligible for duty-free entry for certain 
products into the United States under the Generalized System of Preferences 
(GSP) and has opened up a market there for a number of innovative products. 
While such exports are considered important for the generation of employment 
opportunities, Trinidad and Tobago remains heavily dependent on exports of 
petroleum products which accounted for 83 percent of domestic exports in 
1978. Other major exports include sugar, coffee, cocoa, and petrochemicals 
such as fertilizer. The country is likely to remain heavily dependent on 
the petroleum sector in the foreseeable future with increasing diversifi- 
cation of the product mix as the industrial plants planned for Point Lisas 
become operational. 


The exchange rate for the Trinidad and Tobago dollar, which was tied to 
the U.S. dollar at a rate of US$1.00 = TT$2.40 in May 1976, has remained 
stable. at that rate. Approval of the Central Bank is required for all 
foreign exchange transactions, but this is routinely granted for import 
payments if legal requirements (such as approval of the import license if 
required and payment of duties) have been met. 


B. IMPLICATIONS FOR THE UNITED STATES 


Trinidad and Tobago will provide a growing market for exports of United 
States goods and services as the development program expands. Economic 
growth is expected to continue at a high level. Food products will continue 
to be an important item. Demand for construction equipment and materials 
will be strong. Other major areas of imports will include machinery and 
equipment for metalworking, plastic and woodworking industries; oilfield 
equipment and supplies; construction machinery and equipment; communications 
and security equipment; and a wide range of consumer goods. Nevertheless, 
U.S. exporters will have to work harder to maintain and expand their markets 
here as growing opportunities have resulted in stiffer competition from 
other exporters. The Government of Trinidad and Tobago has also sought 
actively to diversify its trading relationships. 


A variety of opportunities for U.S. firms providing services also exist. 
Franchising is a popular way of doing business in a number of areas, including 
fast foods, dry cleaning, etc. Licenses for manufacture of products will 
also be sought, in part because of the need for technology, and in part to 
obtain advisory and technical services available from the foreign licensor. 
The Central Bank routinely grants foreign exchange for registered licensing 
arrangements, although payments of this kind are subject to a withholding 
tax. An important new opportunity for U.S. firms is in services such as 
maintenance and repairs. 





A number of government construction projects--both industrial plants 
and civil works--will require assistance of foreign consultants and 
construction contractors. These contracts have traditionally been awarded 
on the basis of open or invited tenders. Recently, however, the govern- 
ment began to award a number of these projects under “government to 
government’ agreements, apparently in an effort to expedite the implementa- 
tion of these projects. The United States Government expects to partici- 
pate in this program through the Reimbursable Development Program of the 
Agency for International Development, which has authority to undertake 
project preparation and pre-feasibility studies on projects to be implemented 
by the private sector. 


The government's industrial development program envisages a major role 
for foreign private investors, normally as minority partners with local 
investors. For major projects in which the government is itself the majority 
partner, this split is normally 51 to 49 percent. For smaller private 
projects, government expects that local investors will constitute 60 percent 
of the ownership. There are indications that the government is moving to 
bring existing foreign investments into line with these criteria, and 
localization of the financial sector is well under way. To date, localiza- 
tion has been arrived at through negotiation, and expropriation has not been 
an issue in this country. 


New investment is actively encouraged by the Government of Trinidad and 
Tobago within the above constraints, when the investor has something to 
offer the country. Factors which will be weighed in favor of foreign 
investors include: access to international market for the plants' output; 
meaningful transfer of technology through training of nationals, transfer 
of managerial control to nationals, and a research and development capability 
within Trinidad and Tobago; scope for growth of employment opportunities; and 
compatibility with the country's industrial structure and development 
objectives. The government's Industrial Development Corporation (IDC) will 
review suitability of proposals, develop an appropriate program of incentives 
with the investor, and, if desired, help to locate suitable national invest- 
ment partners. The IDC's North American Office, Suite 712-714, 400 Madison 
Avenue, New York, N.Y. 10017 can provide additional information on investing 
in Trinidad and Tobago. 


% U. S. GOVERNMENT PRINTING OFFICE: 1980—311-056/294 
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